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After Guilty Pleas, Bank Ex-Official Is Evasive on Baghdad Loans 
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Washington Post Staff Writer 



' ATLANTA, June 2— A federal 
. judge today called for the appoint- 
' ment of a special prosecutor after 
’> the former Atlanta branch manager 
of an Italian-owned bank repeatedly 

- dodged questions about how he 

made $5.5 billion in unauthorized 
-loans to Iraq. ... 

£... Judge Marvin Shoob tried for 

- more than 2 x h hours to find out from 
Christopher Drogoul, the branch 
manager, whether any U.S. govern- 
ment officials or higher-ups at Banca 
Nazionale del Lavoro (BNL) knew of 
the “off the books” nature of his 
branch’s massive loans to Iraq. Iraq 

; used at least some of the money to 
arm itself militarily. The U.S. De- 
-• partment of Agriculture guaranteed 

- $1.25 billion of the loans, of which 
$347 million is in default. 

^ , . Drogoul denied any direct in- 
“ volvement by government or senior 
bank officials, but confounded the 
judge with vague hints that he had 
. acted with their tacit approval. Dro- 
' goul said he would be more forth- 
~ coming with prosecutors once he 
had a chance to review documents. 

• Under a last-minute agreement 
1 accepted by Shoob today, Drogoul 
pleaded guilty to 60 of 347 counts of 

- conspiracy and fraud. Prosecutors 

- agreed to ask for leniency in sentenc- 
ing, scheduled for Aug. 13, if Dro- 

cy.goul provides credible evidence that 
advances the investigation. He faces 
a maximum sentence of 390 years in 
prison, $17.5 million in fines and 
f $1.8 billion in restitution. 



Shoob’s call for a special prose- 
cutor is likely to bolster Democrats 
on the House Judiciary Committee 
as they approach a vote on the is- 
sue. While the judge praised the 
work so far of Assistant U.S. Attor- 
ney Gale McKenzie and other fed- 
eral investigators, he said he feared 
only “a sanitized version” of the 
scandal would be made public. 

Shoob, appointed to the bench by 
President Jimmy Carter, said Bro- 
goul’s attorney told him last week 
that Drogoul wanted to plead guilty 
to all 347 counts and disclose every- 
thing he knew about dealings with 
Iraq. When Shoob asked why pros- 
ecutors subsequently accepted a plea 
to fewer counts, McKenzie said they 
needed a guarantee they could inter- 
view Drogoul for weeks. 

“This case ought to have a special 
prosecutor because I’m not getting 
the information from Mr. Drogoul,” 
the judge declared. 

The Justice Department’s handling 
of the BNL case has come under in- 
creasing scrutiny in recent weeks, 
with the disclosure by Rep. Henry B. 
Gonzalez (D-Tex.) of a number of 
internal government memos suggest- 
ing the case may have been delayed 
for diplomatic reasons. 

One memo to the Federal Re- 
serve Bank and another Treasury 
Department document show 
McKenzie and then-U.S. Attorney 
Robert L. Barr had intended to seek 
a BNL indictment in early 1990. 
But the indictment against 10 BNL 
defendants, including Drogoul and 
several Iraqis, was not handed up 
until Feb. 28, 1991— one day after 



President Bush announced a Cease- 
fire in the war with Iraq. 

In another memo, officials from 
Treasury, Defense, State and other 
agencies argued against indicting the 
government-owned Central Bank of 
Iraq, both because it was protected 
by sovereign immunity and because 
“it would be very difficult for the 
U.S.G. [U.S. government] to work 
with the bank were it indicted.” 
Gerrilyn G. Brill, acting U.S. at- 
torney for the BNL case, said at a 
news conference today that foreign, 
policy considerations neither delayed 
the indictment nor narrowed its 
scope. She said the charges were 
sought as quickly as the evidence 
was gathered, and the reason the 
Central Bank of Iraq was not indicted 
had to with sovereign immunity pro- 
tections, not diplomatic concerns. 

At the hearing before Shoob, 
McKenzie tried to allay the judge’s 
apparent suspicion that prosecutors 
plea-bargained with Drogoul to avoid 
public disclosures that could embar- 
rass the U.S. government. She said 
nothing prohibited Drogoul from an- 
swering the judge’s questions. 

In a typical, befuddling answer, 
Drogoul, asked by the judge if any 
officials had approved of his actions 
in funneling the loans to Iraq, said: “I 
would honestly have to say no, with 
provisos. ...” He did not elaborate. 
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